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ABSTRACT

This thesis provides an overview of the management
control and financial management systems currently utilized
within the Naval Reserve Claimancy for management of the
Operation and Maintenance,ANaval Reserve (O&M,NR) Appropria-
tion. An analysis of these systems and identification of
control and performance weaknesses resulting from their
utilization provides the basis for development of a standard-
ized financial management system. The standardized financial
management system developed by the authors is detailed in
the enclosed handbook for use by operating budget holders

and OPTAR holders in the Naval Reserve Claimancy.
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I. INTRODUCTION

A. GENERAL

The ability to carry out sound fiscal policy and to
provide the resources needed to meet emerging problems is
an area of concern to all Service Secretaries. The pfocess
by which resource requiremedts are determined and budgeted
for is called the Planning, Programming, and Budgeting System
(PPBS) . The requirements identified by PPBS eventually
become part of the President's budget and are submitted to
Congress for review and approval. After debate on the
issues, Congress passes the DOD Appropriations Bill and
sends it to the President for signature. Once it becomes
law, the Appropriations Act provides the resources necessary
for DOD to function for the next fiscal year.

The Office of Management and Budget then apportions the
funds to SECDEF. SECDEF subsequently allocates funds to the
military departments in accordance with established plans.
Within the Department of the Navy (DON), the Comptroller of
the Navy (NAVCOMPT) further subdivides or allocates funds of
expense appropriations to subordinate commands known as
E major claimants in the DON. A major claimant is a command
E which is designated as an administering office under the

operation and maintenance appropriations in NAVCOMPT Volume

2, Chapter 2. There are four operations and maintenance
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appropriations within DON: Operation and Maintenance, Navy
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(O&M,N), Operation and Maintenance, Marine Corps (O&M,MC),

Operation and Maintenance, Naval Reserve (O&M,NR), and

s £ v o,

Operation and Maintenance, Marine Corps Reserve (O&M,MCR).
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Commander, Naval Reserve Force (COMNAVRESFOR) is desig-
nated as the major claimant for the O&M,NR Appropriation,
and thus has the responsibility of effective resource
utilization. The O&M,NR Appropriation is the "bread-and-
butter"‘annual appropriation which provides funds for the
day-to-day support of Naval Reserve activities, ships, and
aircraft. These funds pay for salaries and fringe benefits
of civilian employees, contracts for maintenance of equipment
and facilities, fuel, supplies, and repair parts for weapons
and equipment. For subordinate Naval Reserve activities, the
O&M,NR appropriation provides funds in support of operating
budgets which are master financial_planning and control

documents for accomplishing the mission of the Naval Reserve.

B. OBJECTIVE
While COMNAVRESFOR is the sole major claimant for the

Naval Reserve, there is not a published or required stan-

dardized financial management system for Naval Reserve
field activities. The lack of a standardized system limits
the control the COMNAVFESFOR Comptroller has over the
utilization of O&M,NR Appropriation funds. Military per-
sonnel transfering every two-to-three years combined with

the lack of standardized methods of financial management
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within COMNAVRESFOR results in the need to retrain each
individual at each transfer. 1In addition, the existence of
numerous financial management systems makes it difficult
for COMNAVRESFOR budget, accounting, and inspector general
personnel to provide rapid and comprehensive assistance to
field activities Qhen requested. Staﬁdardizing the account-
ing procedures would help to eliminate unnecessary retraining
of Naval Reserve financial management personnel upon every
transfer and to allow COMNAVRESFOR budget, accounting, and
inspector general personnel to more efficiently assist field
personnel in the management of funds.

The objective of this thesis is to provide an overview
of the Naval Reserve financial management environment as it
currently exists and provide recommendations for improvement
in the control over utilization of O&M,NR funds. In addi-
tion, Appendix A contains a standardized financial management
handbook written as part of this study, which is recommended

for implementation throughout the Naval Reserve.

C. RESEARCH METHOD

The research method used in the completion of this
thesis was a threefold process. The first step was a review
of Naval Reserve fin&ncial management instructions issued
by Commands at all levels of the Naval Reserve Organization.

These instructions were analyzed for similarities and

differences existing in the financial management methods

CRRaCShacs e
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used by Commands within the claimancy. The second step was
a review of the Resource Management System (RMS) Accounting
System, its structure, and how financial information ob-
tained from Navy Activities is collected, processed, and
presented in official accounting reports. The system was
designed.in 1967 to provide financial information to various
levels of command. That system has certain requirements
that must be met by all Navy‘Shore Ccvmands, but also has
options, that may be selectively implemented at individual
commands. The object of this step was to identify the
requirements and determine options available. The third
step was the coalescence of the data obtained in steps one
and two into a comprehensive financial management system
recommended for utilization as the standardized method for
control and management of O&M,NR Appropriation funds. The
result of the third step, Appendix A, is a proposed handbook
for utilization by Naval Reserve personnel in the control

and financial management of the O&M,NR Appropriation.

D. THESIS ORGANIZATION
This thesis consists of six chapters:

Chapter I, Introduction, briefly outlines the topic
of this thesis to acquaint the reader with the control
and financial management of the O&M,NR Appropriation.

Chapter II, Management Control Theory, provides
a discussion of the theory of management control as
it applies to the management of the O&M,NR Appropriation.

Chapter III, Current Management Control/Financial

Management Aspects of the O&M,NR Appropriation, describes
the current procedures followed, and controls implemented

10
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by COMNAVRESFOR for the planning for (budgeting),
execution of (accounting), and financial reporting of
all aspects of the 0O&M,NR Appropriation.

Chapter 1V, Weaknesses in the Management Control/
Financial Management Aspects of the O&M,NR Appropria-
tion, identifies the control weaknesses and subseguent
performance weaknesses resulting from utilization of
varied financial management methods within the
COMNAVRESFOR claimancy.

Chapter V, Proposed Management Control/Financial
Management Standardization for the O&M,NR Appropria-
tion, discusses methods proposed for standardization
of the control and financial management system used
throughout the COMNAVRESFOR Claimancy.

Chapter VI, Conclusions and Recommendations, iden-
tifies the conclusions resulting from research conducted
and recommendations for improvement in the control and
financial management of the O&M,NR Appropriation through
implementation of a standardized system.

The intent of this thesis is to elucidate the problems
encountered at all levels of the Naval Reserve Organization
in the control and management of O&M,NR Appropriation
funds. More importantly, is the desire to provide a means

for alléviating as many of the problems as possible through

the design of a comprehensive standardized control and

financial management system.




II. MANAGEMENT CONTROL THEORY

The theory of management control is applicable to the
management of the Operation and Maintenance, Navy Reserve
(O&M,NR) appropriation. In this chapter emphasis is placed
on the plahning and controlling processes. It is important
that the Navy manager/comptroller have a basic understand-
ing ‘of these management control processes, and that the
manager work within the system confines in order to meet
the challenge of optimizing resources. Well established
and observed management control systems will assist a Nawvy

manager/comptroller in better meeting this challenge.

A. PLANNING

1. The Planning Process

The planning process within the Naval Reserve begins
with the Commander Naval Reserve Force (COMNAVRESFOR)
budget call. Before describing the application of the
planning function to the Navy manager/comptroller, a basic
understanding of the planning process is required. Anthony
and Young (1984) state that "planning is deciding what should
be done and how it should be done" [Ref. 1l: p. 4]. Borst
and Montana (1977) expand on that definition by stating
that "planning, simply defined, is the process of deter-
mining what an organization is, where it wants to go, and

what alternatives exist toward that end. Planning exists

12
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on a variety of levels in each organization; strategic or
long-range planning may look out over a five-to-ten year
period; operational planning has a somewhat shorter time
frame; and day~to-day planning is done within the organiza-
tion's operational planning environment" [Ref. 2: p. 2].

In én attempt to refine a definition that would apply
specifically to the nonprofit organization, Ramanathan
(1984) states that planning is "deciding on the social
mission and goals of the agency and, formulating strategies
regarding the development and allocation of the agency's
resources" [Ref. 3: p. 398]. The social mission and goals
of the military establishment are determined by Congress.
For that reason, the military manager is concerned with
formulating strategies for the allocation of resources.
Other definitions of planning express essentially the same
concepts. With these definitions in hand we will now

focus on the responsibility for planning.

The reason for planning and the responsibility for
it are more important than understanding the definition.
"Planning is done within organizations to affect the
behavior of an individual, a group, a department, an organi-
zation, or an economy. The purpose of a plan is to bring
about behavior that leads to desired outcomes, whether the
plan is developed by an individual or through a group
process within the organization" [Ref. 4: p. 15]. Planning

is clearly a top management responsibility; it "is a top

13
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management process concerned with identifying an organiza-
tion's internal strengths and unique abilities and deter-
mining how best to use them to fulfill its social mission"
[Ref. 3: p. 183].

Depending on the size of the organization those
responsible for the operational planning and budgeting
process differ. For purposes of this thesis, the Comﬁanding
Officer, Comptroller and Department Heads normally consti-
tute the membership responsible for the planning process at
the field level. There is sometimes a misconception that
holding top management responsible for planning is a waste
of valuable time. Mitchell states that "planning and guide-
lines ‘are investments of present time which save future
time" [Ref. 5: p. 17]. The importance of and responsibility
for planning is summarized by Ramanathan. "The ultimate
aim of formal planning is to ensure that the statement of
social mission and goals are not simply window-dressing
documents but are verbal portrayals of a set of shared
commitments by the key individuals and group§ responsible
for managing an agency" [Ref. 3: p. 427].

2. Planning Steps

The planning process as discussed by Emery (1969)
has five steps. The first step is to determine the primi-
tive or basic data to be used. The primitive data may be
actual values from a data base, or may be expected values

in the form of predictions. The type of primitive data

14

..............

Lol e, IR P LS PR . T I B R T A R TR L RN RN ML R P T e T I PR
. -" o 'h:.‘w-\ \"" “-:'h"g-\'{“l‘-'*:'( ‘._.&...-‘...s’-{“‘.-. _«_‘-, ."." .. -.f:f‘..' > o ;

......




depends on the intent of the plan. For the organizations
within the Navy the identification of primitive data begins
at the field operating level with responses to formal budget
calls.

The second step in planning, according to Emery, is
to manipulate the primitive planning data in order to deter-
mine the consequences of alternative plans. "If planning
is viewed as a means to affect future behavior, the primi-
tive planning data are useful only if they are expected to
affect some future outcemes. The identification of these
outcomes is usually a key task of the planner. However,
the alternatives may not be entirely obvious. Given that
only identified alternatives can bé selected to lead to
desired outcomes, the ability to identify those alternatives
is a most important characteristic of a planner" ([Ref. 4:

p. 20). This step could prove to be most useful to the
Navy manager/comptroller. As most often is the case, funds
requested in the budget submission are not always received.
Therefore, alternative courses of action prove to be
invaluable.

After all alternatives have been determined, Emery's
third step is to select the best alternative. Emery points
out that there is seldom a single goal and for that reason
the optimal plan is seldom selected. He suggests that the
planner develop a utility function (i.e., useful guidelines)

as an aid in predicting the optimal plan. However, he

15
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states that the development of a utility function is diffi-

3

s cult and would more often than not "be obsolete by the time

N it had been developed" [Ref. 6: p. 137]. The difficulty

‘% arises because a utility function is based upon historical

N data which cannot perfectly predict the future. The solution
7 to selecting the best alternative is to reduce the number

5 of goals through the use of a tradeoff function that would

¢ identify the most important éoals.

_i ’ Emery's fourth step is to translate the selected plan
Ef into a format for lower-level planning. The end result

i; should be a concise assignment of responsibility for carry-
= ing out each portion of the total plan. For the Navy

:E manager/comptroller, translating the selected plan into a'

i? format for lower-level planning is accomplished via the

= Resource Authorization which is issued to each operating

i. budget holder.

% The fifth step identified by Emery is the control

’5 of the approved plan. This, in the most basic sense,

E? means ensuring that desired results are obtained. The

/.

control of the approved plan (the budget), occurs with each
Commanding Officer having the responsibility to ensure mission
execution within the constraints of the annual budget. This
last step leads to the next function of management control,

- controlling.

16
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:; B. CONTROLLING

: Borst and Mgntana (1977) state that controlling is a
link to the planning process and that its function is to
ensure that resources are used efficiently and effectively.
Control may be thought of as a mechanism or device that
provides direction towards an objective or goal. A pilot
strives to keep an aircraft.under control in order to reach
the désired destination on time, free from accident. 1In
ordér to reach his goal the pilot uses numerous mechanisms/
devices such as the rudder, ailerons, and elevator to control
the aircraft. 1In a like manner, the manager/comptroller
within the Navy uses the various accounting systems, proce-

. dures, laws, and reports as the control devices.

2 Anthony and Dearden (1984) state that any control

!E system has as a minimum four components:

&j | l. "an observation device that detects or observes

. and measures or describes the activities or other

phenomena being controlled. The term for this

component may be observor, detector, or sensor" [Ref.

7: p. 6]. A Navy example in this category is the
RMS accounting system.

2. "An assessing device that evaluates the per-
formance of an activity or organization, usually
relative to some standard or expectation of what
should be, and identifies out-of-control activities
and conditions. The term for this component is
evaluator, assessor, or selector" [Ref. 7: p. 6].
Performance reports from the RMS system are
assessing devices.

3. "A behavior modification device for altering
or changing performance if the need for doing so
is indicated. This component may be called a
director, modifier, or effector" [Ref. 7: p. 6].
Management feedback and meetings are commonly
observed Navy behavior modification techniques.

17
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4. "A means of transmitting information among the
othér devices. This component's term is communica-
tion network" [Ref. 7: p. 6]. The Navy uses
memorandums, instructions, and directives as a
means of transmiting information.

"Much of the management control process is informal.
It occurs by means of memoranda, meetings, conver-
sations, and even by such signals as facial
expressions, control devices which are not amenable
to asystematic description. Many organizations
also have a formal system, in which the information
consists of planned (or estimated) and actual

data on both outputs and inputs.” [Ref. 1l: p. 10]

Anthony and Young (1984) explain that programming,
budget formulation, operating (and measurement), and reporting
and evaluation are four principal steps in a formal manage-
ment control system. "The steps recur in a regular cycle,
and together they constitute a closed loop" [Ref. 1l: p. 1l1].
A slight modification of Anthony and Youngs' four principal
steps in a formal management control system could be used
to depict the Navy's financial management control system,
i.e., planning and programming (budgeting), executing

(éccounting), and reporting and performance evaluation.

1. Reporting and Performance Evaluation

Perhaps the most difficult of the management control
system processes is reporting and performance evaluation.
Ramanathan (1982) defines reporting and evaluation as
"evaluating actual performance at appropriate intervals
against norms, targets, objectives, and goals" [Ref. 3:

p. 399]. As described above, reporting and performance
evaluation are a necessary link in management control

systems. In the profit-oriented organization earnings per

18




share or return on investment are two types of performance
evaluators. Within the nonprofit organization iden£ification
of output measures is difficult. "Because the goals and
outputs of a nonprofit organization generally are intangi-
ble, determining how well the organization is meeting
its goals'is a difficult process" [Ref. 8: p. 11ll]. Never-
theless, some form of output measurement must be found.
Anthony and Young (1584) suggest that output measures
fali into three categories: (1) results measures, (2) proc-
ess measures, and (3) social indicators. They define results
measures as "a measure of output expressed in terms that
are supposedly related to an organization's objectives"”
[Ref. 1: p. 468]. Ideally, both the objective and output
measure are stated in the same terms. They point out however,
that in most instances relating measures of output directly
to organizational objectives is not possible and in those
cases a surrogate or proxy measure is a feasible way of
measuring the accomplishment of the objectives. As an
example, a Patrol Squadron's primary objective is to provide
anti-submarine warfare protection for the country. A
surrogate used to measure this objective would be total
hours flown that had direct contact with enemy submarines.
Anthony and Young relate process measures. to "activity
carried on by the organization" [Ref. 1l: p. 468]. The
essential difference between the results and process

measures is that results measures are "ends oriented”

19




whereas process measures are "means oriented." "An ends-
oriented indicator is a direct measure'of success in achiev-
ing an objective. A means-oriented indicator is a measure

of what a responsibility center or an individual does"

[Ref. 1: p. 468]. Unless process measures are related tb
results measures, they may lead to ineffective performance.

As an example, if a Patrol Squadron's performance was measured
only on hours flown simply flying across the country would
amass large amounts of flight time, while providing little,

if any, anti-submarine warfare training.

Sorial indicators are defined as "a broad measure of
output which is significantly the result of the work of the
organization" [Ref. 1l: p. 471]. Anthony and Young believe
that social indicators are not worth much as a measurement
of output. They state, "social indicators are so nebulous,
so difficult to obtain on a current basis, so little
affected by current program effort, and so much affected by
external influences that they are of limited usefulness in
day-to-day management"” [Ref. 1l: p. 471]. As an example,

a 100% recruiting rate may reflect the activities of a
particular group of recruiters. However, the rate is also
affected by unemployment, lack of future job opportunities
and educational opportunities.

Anthony and Young present eight propositions,
listed below, which are relevant in the selection of output

measures:
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determined, an individual's or an organization's performance

. Some measure of output is usually better than
none. :

If feasible, relate output measures to measures
available from outside sources.

Use measures that can be reported in a timely
manner.

Develop different measures for different purposes.
Focus on important measures.

Don't report more information than is likely to
be used.

If feasible, tie output measures to expense
measures.

Don't give more credence to surrogates than is
warranted. [Ref. 1l: p. 479]

Once a measure, or measures of output have been

can be analyzed. Ramanathan (1982) lists five questions

to be considered as a general approach:

1.

2.

What are the total measures of output during the
period?

How do they compare with output budgeted for the
period?

Given the actual output, what should have been
the amount of resources (e.g., hours, supplies,
etc.) consumed by the individual?

What was the amount of resources actually
consumed by the individual?

What explanations does the individual offer in
respect to the deviations from budget?
[Ref. 3: p. 551]

After output measures have been determined, and

performance has been analyzed, the information needs to be

disseminated to the appropriate parties.
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Feedback (reporting the effectiveness of current
performance) and feedforward (reporting the potential
impacts of current deviations on future plans and
performance) are the twin aims of monitoring per-
formance. However, the preparation of reports by
itself does not guarantee the benefits of feedback
and feedforward. The reports must be reviewed at
the appropriate levels, explanations and analysis
of deviations must be sought from responsible indi-
viduals, and corrective actions must be initiated
and followed through. The general mechanism for
accomplishing these are the review sessions in
which superior and subordinate jointly review the
latter's performance. [Ref. 3: p. 564]

. An example of feedback and feedforward in Navy
financial management is found in the budgeting process. The
major claimant provides annual planning figures to operating
budget holders which are determined by analysis of previous
years funds utilization. The operating budget holder then
provides feedforward in the form of a proposed budget. 1If
the dollar amount is more than the planning figure desig-
nated by the claimant the operating budget holder identifies
the impact of the deviation on future performance through
submission of an unfunded requirements request.

The theories of management control identified in this
chapter apply to the Navy manager as well as any other manager.
It is the intent of the authors to identify areas in the
financial management of the O&M,NR Appropriation where
these theories can be applied.

This chapter has provided a brief overview of the
management control system emphasizing planning (budgeting),
controlling (operating and accounting), and reporting and

performance evaluation. The next chapter will present the
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current management control and financial management aspects
of the Operation and Maintenance, Naval Reserve (0O&M,NR)

appropriation.
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III. CURRENT MANAGEMENT CONTROL/FINANCIAL MANAGEMENT
ASPECTS OF THE O&M,NR APPROPRIATION

Commander, Naval Reserve Force (COMNAVRESFOR) is the
sole major claimant for the Naval Reserve appropriation.
The COMNAVRESFOR comptroller and staff are ultimately
responsible to the Chief of Naval Reserve for control of
the Operation and Maintenancé, Naval Reserve (O&M,NR) Appro-
pri;tion. This control encompasses the planning for
(budgeting), execution of (accounting), and reporting of all
aspects of the appropriation. This c@apter describes the

current procedures followed, and controls implemented in

each of these areas by the major claimant.

A. NAVAL RESERVE ORGANIZATION

To begin to understand the intricacies inherent in the

management and control of the O&M,NR Appropriation, it is
necessary to first become familiar with the organization
and operation of the Naval Reserve Claimancy. The Naval
Reserve organization is segregated into two types of opera-

tional force activities. Each of these activities; surface

and air, is structured in a manner unlike the other. A
discrimination between the two types of operational forces

and additional commands in the claimancy is imperative to

T

the understanding of the descriptions which follow. Echelon

one, two, and three commands are responsible for the overall
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direction and management of the Naval Reserve. Figure 1
depict§ these levels of the Naval Reserve Organization.
These commands, the staff of the Director of the Naval
Reserve (OP-09R) in Washington, D.C., and the Commander,
Naval Reserve Force Staff in New Orleans, Louisiana provide
policy and guidance for the Naval Reserve. Operational
direction is provided to Naval Reserve Field Activities by
Commander, Naval Surface Reserve Force and Commander, Naval
Air ‘Reserve Force staffs in New Orleans, Louisiana.

The remaining Echelon three command identified in Figure 1
is the Reserve Financial Information Processing Center
located in New Orleans, Louisiana. This command is respon-
sible for performing the accounting and related disbursing
functions for all Navy Commands within its geographical
region.

1. Surface

The Naval Surface Reserve organizational discrimina-
tion begins at the Echelon four level. At this level there
are three types of operational commands. These commands are
Naval Reserve Readiness Commands; Commander, Reserve Naval
Construction Force; and Naval Support Activity, New Orleans,
Louisiana as identified in Figure 2.

a. Readiness Commands

There are sixteen geographically dispersed Naval
Reserve Readiness Commands, each of which is responsible for

the overall coordination and management of training and
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' OP-09R
: Director of the

P Naval Reserve
>-

>.

2

Commander
Naval Reserve
Force
(COMNAVRESFOR)

X Commander
Naval
Surface

Naval Reserve Commander

Financial Naval
Reserve Informa?ion Air
Force Processing Reserve
b Center Force

B Figure 1. Naval Reserve Echelon One, Two,
: and Three Organization Chart
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Commander, Naval
Surface Reserve
Force

L ]

Commander, c.0. Commarder,
Reserve Naval Naval Support Naval Reserve
Construction Activity, New Readiness

Force Orleans, La. i Commands
Reserve Naval Naval Reserve
Const. Force Centers and

National Facilities.
Representatives

Reserve Naval

Mobile Naval Reserve
Construction Units
Battalions

Reserve Naval
Construction
Battalion
Reserve Units

Figure 2. Naval Surface Feserve Organization Chart
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support for surface Naval Reservists within their region.
Each Readiness Command may have anywhere from ten to twenty-
two Naval Reserve Centers or Facilities in thei:x chain of
command. The numbers and nature of Naval Reserve Units
located at each Naval Reserve Center or Facility will vary.
Each Naval Reserve Center or Facility will support a
different cross-section of Naval Reserve Units with diverse
missions and operational directives.
b. Construction

The Commander, Reserve Naval Construction Force,
First Reserve Naval Construction Brigade is currently
locéted at Santa Ana, California. There are four Reserve
Naval Construction Force National Representatives immediately
below the Commander. Subordinate to the Natiounal Represen-
tative are the seventeen Reserve Naval Mobile Construction
Battalions strategically located throughout the United States.
Each of these battalions is responsible for the training of
Construction Battalion Reserve Units collocated with surface

Naval Reserve Centers nationally.

c. Naval Support Activity
Naval Support Activity, New Orleans, Louisiana
is responsible for providing base operational support to the
tenant activities and Navy community in New Orleans. Exam-
ples of support include providing public works assistance,
consolidated supply services and commissary and Navy Exchange
facilities: The command has over twenty-five tenant activi-

ties, the senior of which is the Commander, Naval Reserve Force.




. 2. Air

. The Naval Air Reserve structure discrimination also
begins at the Echelon four level with six Naval Air Stations,

; two Naval Air Facilities, and seven major Naval Air Reserve

locations, as indicated by Figure 3. The distinction between

these three types of major air activities is based upon

their location, i.e., a Reserve Naval Air Station is a

separate geographical command, while a Naval Air Facility is

. located on an Air Force Base and Naval Air Reserve locations

. are on board United States Naval Air Stations. These activi-

ties are located throughout the continental United States and

are responsible for overall coordination and management of

training and support for all aviation Naval Reservists in

2 %

their geographical area. The Commanding Officers of major

a4

air activities are responsible for all of the departments
- of the air station and, in addition, all Reserve Aviation
- Squadrons which are tenant activities. There are also eight
Naval Air Reserve Centers collocated with surface Naval
- Reserve centers nationwide which report operationally and
- financially to the Commanding Officer of the nearest major

Naval Air Reserve activity.

- B. FUNDS FLOW
The O&M,NR Appropriation is distributed among two Budget
Activities (broad functional areas) for administrative

control. Budget Activity 1 (BA-1l), Mission forces, and

. .
Lo e o
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Commander Naval
Air Reserve
Force

Naval Air
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Facilities and
Naval Air

Reserve

Naval Air Nava% Rgserve
Rese Cent Aviation
eserve tenters Squadrons

Naval Reserve
Aviation
Squadrons

Figure 3. Naval Air Peserve Organization Chart
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Budget Activity 3 (BA-3), Other support, are the primary
subdivisions of the appropriation. Within the Budget
Activities are further subdivisions (subheads) identifying
air, surface, and headquarters activities. The BA-1l sub-
heads of the O&M,NR appropriation are .7211 (Air Mission
Forces), and .7212 (Surface Mission Forces). The BA-3
subheads of the appropriation are .7231 (Air Other Support),
.7232 (Surface Other Support), and .7235 (Management Head-
quarters and Naval Support Activity Other Support).

COMNAVRESFOR receives an allocation of O&M,NR funds
from the- Comptroller of the Navy. The COMNAVRESFOR Comp-
troller retains a portion of these funds for Management of
Headquarters staff. In addition, another portion is retained
for projects which are considered to have a higher level of
importance or interest requiring administration by the staff
to ensure appropriate utilization of funds. These types of
funds are referred to as centrally managed funds, an example
of which is funding for Navy C-9 transportation contracts.
The COMNAVRESFOR Comptroller issues Expense Operating
Budgets to Echelon 4 activities who in turn issue OPTARS to
their subordinate activities (Echelon 5). The funds flow
is identical to the flow of authority and responsibility
indicated in Figures 1, 2, and 3.

By using an OPTAR to distribute funds, the operating
budget holder encourages the involvement of the OPTAR

holder in the financial management of the organization and
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ensures the financiai decisions are made at the operational
level closest to where the performance of tasks will occur.
An OPTAR is an administrative allocation of funds which
does not carry any legal limitation responsibility. In

some cases, however, funds may need to be under tighter

control, or because of their level of visibility (e.qg.,

travel funds) under the direct control of the command with

.

legal responsibility. These types of funds are those which

are-centrally managed by Expense Operating budget holders.

~ETTT T
'- .A“I . .

C. FINANCIAL MANAGEMENT

1. Accounting Structure

There are many levels of subdivision and classifica-
tion used in the Navy budget and accounting processes for
purposes of identifying and accumulating costs for management
control. A bfief mention and description of these will
assist the reader in understanding the purposes of this
thesis.

An activity group is a code which identifies the

major operational areas chosen by major claimants for the

PR W)

administration of funds under the Resource Management System
(RMS) (e.g., F3 Other Base Operating Support). A sub-activity
3 group is another code which identifies detailed operational
areas within the activity group (e.g., administration tasks
performed for Other Base Operation Support).

fﬁ A similar relationship exists between functional and

sub-functional categories. The functional category

32
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represents a grouping of operations or tasks related to the

performance of a particular function. The sub-functional
category is simply a more detailed grouping of operations
or tasks identified by a functional category (e.g., D1
administration functions).

There are two remaining classifications for iden-
tifying and accumulating costs used in the Resource Manage-
ment System which are of importance. Cost account codes are
used to classify transactions by cost category, according to
the purpose of the transactions (e.g., 1J23 word processing
costs). Use of cost account codes insures uniformity of
contents of management accounting reports. Expense elements
are alphabetic codes used to identify specific kinds of

resources used in operations (e.g., T supplies).

AG SAG - FC/SFC CAC EE

F3 FF D1 1323 T
Other Admin Admin Word Supplies
BOS Activities Functions Processing

Figure 4. RMS Accounting Subdivisions

Each of the levels and types of classification
described above play a role in the planning, accounting,
and reporting aspects of the Operation and Maintenance,
Naval Reserve Appropriation. Figure 4 displays the afore-
mentioned subdivisions and classifications in diagram format
to assist in understanding the relationship which exists

among them.
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2. Financial Information Processing Centers

A central entity in the accounting system for RMS is
the Financial Information Processing Center (FIPC). The
function of the FIPC is to provide accounting and related
disbursing services to designated user commands. These
services include maintaining official accounting records and
preparing periodic accounting reports for the user command.
The FIPC receives financial data from the user commands and
based on this input renders official accounting reports back
to the user command and to higher authority as required by
NAVCOMPT.

At the present time, Naval Reserve Financial Infor-
mation Processing Center, New Orleans, Louisiana provides
accounting and related disbursing services for all Navy
Commands within a five state area (New Mexico, Arkansas,
Louisiané, Oklahoma, and Texas) and thirteen of fifteen
Naval Air Reserve Activities. The Commander, Naval Reserve
Force Staff Comptroller recently presented a proposal to the
Comptroller of the Navy requesting that this FIPC be desig-
nated as the Naval Reserve Claimancy FIPC. This proposal,
when approved, will result in the transfer of official
accounting, record keeping, and reporting responsibilities
for the O&M,NR appropriation to the direct operational
control of the Naval Reserve Command.

3. Naval Reserve Financial Planning

The COMNAVRESFOR comptroller recently issued a

Budget and Financial Guidance Manual (COMNAVRESFOR P-7100).
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The purpose of the manual is to provide detailed guidance

to subordinate commands for the preparation and submission
of budget requirements in consonance with the Department of
the Navy budget cycle. COMNAVRESFOR P-~7100 is a comprehen-
sive guide to the planning phase of financial management for
the Naval Reserve.

The beginning of the planning process within the
claimancy is the COMNAVRESFOR budget call. The call con-
tains guidance, policy directions, and instructions from
higher authority as well as that generated at the
COMNAVRESFCR level. The call is issued to ensure consistency
in and control over the budgetary input throughout the
claimancy. The budget process is a series of inter-
related actions beginning at the field operating target
(OPTAR) level and flowing upward with review and summariza-

a tion at each level of the chain of command. This process
ensures the participation and the support of all activities
responsible for financial management of portions of the
appropriation.

Submission of budget information up the chain of

command is to be in accordance with the COMNAVRESFOR P-7100.
This directive provides detailed instructions to field
comptrollers (Echelon four) on all of the forms which
COMNAVRESFOR uses in the formulation of the claimancy input
to the NAVCOMPT budget submission. In addition, Appendix F

of COMNAVRESFOR P-7100 provides listings of all Activity
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.. Groups (AG), Sub-Activity Groups (SAG), Function/Sub-Function
codes (FC/SFC), Cost Account Codes (CAC), and Expense
Elements (EE) for utilization in the budgeting and account-

ing for O&M,NR funds.

4 < " .'.-.’l.'\".

-~

The COMNAVRESFOR budget analysts also use the budget
information and annual planning figures submitted by field
~ activities in the allocation of New Obligational Authority
: (newly available authority, provided by Congress, enabling
agencies to obligate government funds) to each activity in
the form of the Resource Authorization (NC 2168-1). COMNAV-
RESFOR issues each of 34 operating budget holders a NAVCOMPT
2168~1 each quarter which includes the New Obligational
. Authority (NOA) for the activity. These authorizations are

supported by the data obtained from the financial plan of

»

the activity (included in the budget input).

4
(]
]

Notes attached to the NAVCOMPT 2168-1 identify the

financial plan by Sub-Activity group in addition to detail-

. U o

ing the legal limitations placed on the authorization by
31 U.S. Code 1301 (formerly R.S. 3678) and 31 U.S. Code 1517
(formerly R.S. 3679). As required by 31 U.S. Code 1301,
appropriated funds are used only for the programs and
- purposes for which they were appropriated. Additionally,
31 U.S. Code 1517 prohibits any officer or employee from
making or authorizing an obligation in excess of the amount
available in an appropriation or in excess of amounts

&
:3 permitted by agency regulations.
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Field comptrollers are required by COMNAVRESFOR

-P=-7100 to update their financial plan twice annually:

the mid-year review in February and the prior year review in
August. In addition, the COMNAVRESFOR Comptroller must be
notified of any reprogramming of funds (among SAG's within
each budget activity) in order to ensure claimant funds
ailocation records are current. Reprogramming of new obli-
gational authority between éuarters requires COMNAVRESFOR
app£oval and issuance of an amended Resource Authorization.
Reprogramming of funds between BA-1 and BA-3 is expressly

prohibited by the Commander, Naval Reserve Force Comptroller.

4. Naval Reserve Financial Execution

As Echelon four activity Commanding Officers receive
obligational authority it is their responsibility to main-
tain control and ensure execution of annual budgets in an
efficient manner. 1Included in this is the responsibility
for establishing management controls regarding utilization
of financial resources. The establishment of these manage-
ment controls is delegated to the activity comptroller who
endeavors to ensure controls generate financial reports
which keep the Commanding Officer and other management
members of the command informed as to the financial status
of respective operational areas. Some of the specific types
of controls and their adequacy are to be discussed in

Chapter 1IV.
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COMNAVRESFOR P-7100 provides a list of suggested
"local funds status areas" which may be identified and re-
ported to activity Commanding Officers on a monthly basis,
if so desired. Examples of these areas are total funds
authorized, OPTAR record keeper and FIPC accounting report
obligations to date, and identification of unfunded require-
ments or excess funding. 1In addition to these areas, the
field activity comptroller is responsible for ensuring sub-
mission of necessary documentation to the activity's Finan-
cial Information Processing Center so that the official
accounting records of the activity accurately reflect the
funds status.

COMNAVRESFOR provides operating budgets to two types
of Naval Reserve force activities: surface and air. Each
type of activity faces different organizational characteris-
tics and thus management control procedures.

a. Surface

(1) Readiness Commands. Readiness Commands

receive operating budgets which are either centrally managed
or passed on as operating targets (OPTARS) to Reserve Center
Commanding Officers. Each Naval Reserve Readiness Command
has a civilian comptroller (GS-12) who is responsible for
advising the Readiness Commander in financial management
areas. The method used for control of funds is determined
by the comptroller and continued with few substantial changes

as Readiness Commanders (Navy 0-6) transfer every two or

three years.-
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It is within the authority of the comptroller
to establish any type of local systems and procedures for
control of funds, as long as they are established in accord-
ance with directives from higher authority and conform with
the requirements of RMS and the particular accounting input
system used by the FIPC. The method of maintaining unoffi-
cial accounting records (memorandum record keeping) and
information transfer from the Reserve Center to the Readiness
Command and/or FIPC is also at the discretion of the Readiness
Command comptrolier.

Currently each of the sixteen Naval Reserve
Readiness Commands issues its own financial management
X directive which provides detailed procedures to OPTAR Holders
for memorandum record keeping, monitoring status of funds,
and reconciliation of funds reporting to operating budget
i ' holders. While each of the Readiness Commands manage similar
distributions of funds, the methods detailed for management
of these funds are varied. Many of the differences in
methods are the result of the different types of accounting
input systems used by the serviéing FIPI; but even some of
those Readiness Commands serviced by the same FIPC (e.g.,
Great Lakes) have completely different methods for memoran-
dum record keeping, monitoring stétus of funds, and recon-
ciliation of funds reporting. Examples of the differences
;; and the problems inherent in these differences are detailed

in Chapter 1IV.
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(2) Construction Force. The Reserve Naval Con-

struction Force receives an operating budget which is managed
in a completely different manner than the air and surface
contingents of the Naval Reserve. While the accounting for
the majority of O&M,NR funds is accomplished within the \
guidelines of Financial Management of Resources (Shore
Activities) (NAVSO P-3006), the accounting for Reserve
Naval Construction Force O&M,NR funds follows the guidelines
of Financial Management of Resources (Operating Forces)
(NAVSO P-3013). There are significant differences in account-
ing procedures dictated by these two manuals.
Since Reserve Naval Construction Force funds
are accounted for under a different type of accounting system,
they will not be included in the standardized accounting
procedures developed in this thgsis for Resource Management
System (RMS) and NAVSO P-3006 directed funds. .

(3) Naval Support Activity. Naval Support

Activity, New Orleans receives an cperating budget of which
portions are centrally managed and the remainder passed on
as OPTAR's to departments within the command. At these
commands, it is also within the authority of the comptroller
to establish any systems and/or methods necessary to manage
the activity's funds. The comptroller at Naval Support
Activity, New Orleans is a Lieutenant Commander who is
responsible for advising the Commanding Officer on financial

management matters. The Reserve Financial Information
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Processing Center provides services to Naval Support Activity,
New Orleans.

Within the surface side of the Naval Reserve
claimancy as many as 17 different methods of accounting are
possible for the financial management of an equal number of
commands. The difficulty of control of the O&M,NR appro-
priation, as a result of the different methods of accounting,
is detailed in Chapter IV.

: b. Air

Major Naval Air Reserve Activities receive
operating budgets which are either centrally managed or passed
on as operating targets to functional departments of the air
station, tenant Reserve Aviation Squadrons, and if applica-
ble, subordinate Naval Air Reserve Centers. Each of the
major air activities has a comptroller, who may be either
military or civilian, responsible for advising the Commanding
Officer in financial management areas. The method used for
control of funds is determined by the Air Activity comptroller
and maintained with few substantial changes as Commanding
Officers (Navy 0-6) transfer every two or three years.

Just as in Surface Commands, it is within the
authority of the comptroller to establish individualized
methods for management of funds at their activity. Since
thirteen of fifteen activities are serviced by the Reserve
FIPC (computer linked), the format of input to the FIPC and

reports and feedback to the activities is identical.
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, However, financial management methods (e.g., the memorandum

record keeping procedures, cut off dates for inputs, and
information transfers from OPTAR holders to the comptroller)
vary at each of the activities. Examples of the differences
and the problems inherent in this are also detailed in
Chapter 1V.

5. Naval Reserve Financial Reporting

Financial reporting of the O&M, NR appropriation
3 includes both "unofficial" and "official” reports and
5 communication. "Unofficial" financial reports and communi-
E cation concerning the O&M,NR Appropriation include all
! reports and communication required by COMNAVRESFOR and
[‘ operatiné budget holders from subordinate commands.
4 "Official” financial reports and communication include all
i transfers of information between NAVCOMPT, COMNAVRESFOR,

FIPC's, operating budget holders, and OPTAR holders, which

are required by NAVCOMPT directives.

The "official" reports required by NAVCOMPT direc-
tives (e.g., Trial Balance Report (NAVCOMPT 2199), Budget
Classification/Functional Category/Expense Element Report
(NAVCOMPT 2171), and Monthly Report of Civilian Employment
by Appropriation (NAVCOMPT 2270)) are standardized throughout
the Navy financial accounting system. The formats for re-
quired reports are prescribed by appropriate directives,.
are used by all FIPC's and are, therefore, not aspects of

the control area which are considered in this thesis.
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The "unofficial" reports required by COMNAVRESFOR

from all of the Naval Reserve Echelon four commands (e.g.,
Annual O&M,NR Budget Submission (COMNAVRESFOR P-7100-1),
Delinquent Travel Advances for Prior Year One and Two
(COMNAVRESFOR P-7301-1), and Memorandum Record Flight Hour
Cost Report (COMNAVRESFOR P-7310-7)) are standard and
provide COMNAVRESFOR with the information required té keep
claimancy records current.

’ The remaining examples of reports provide evidence
that differences exist in financial management reporting
methods. From the FIPC's to operating budget holders, a
myriad of different reports exist. Some FIPC's prepare Job
Order Reference Files, other prepare Cumulative Job Order
Reports, while still others prepare all or any of the
following; Memorandum Record Reports, Weekly Status of Funds
Listings, and Uniform Management Reports. In addition to
the differences in reports provided to operating budget
holders the inputs required from operating budget and OPTAR
holders occur in as many different formats as there are
FIPC's servicing Naval Reserve Activities.

The reports required by Naval Reserve Echelon four
comptrollers from their OPTAR holders are as distinctive and
numerous as are the comptrollers. Each has a preferred
format for memorandum records in addition to individualized
methods for preparation of status of funds and reconcilia-

tion reports. There are at least four different designated
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cut off dates for end of month processing and more than
twenty different job order structures and, thus, cost

accumulation techniques. -

D. SUMMARY

Discussions in this chapter have identified the methods
used by the surface and air forces of COMNAVRESFOR in the
financial management of the O&M,NR appropriation. The
methods are the result of requirements established by
COMNAVRESFOR field comptrollers and FIPC's servicing Naval
Reserve activities.

Given the management control organization which allows
for different methods of financial management and control
it is our objective in Chapter IV to discuss these differ-
ences. Chapter IV identifies the weaknesses inherent in
the individual methods used in the financial management of
O&M,NR appropriation funds. In addition, it identifies the
control weaknesses which result from the utilization of
different financial management methods and COMNAVRESFOR

dependence upon the services of more than one FIPC.
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IV. WEAKNESSES IN THE MANAGEMENT CONTROL/FINANCIAL
MANAGEMENT ASPECTS OF THE O&M,NR APPROPRIATION

The previous chapter described the Management Control
and Financial Management Systems currently used within the
Naval Reserve claimancy for management of the O&M,NR Appro-
priation. The descriptions of the systems used for financial
management identified differences in methods/procedures
required by field activity (Echelon four) Comptrollers.
This chapter identifies control weaknesses and subsequent
performance weaknesses resulting from the use of varied
financial management methods, in addition to weaknesses
resulting from dependence upon the services of more than

one FIPC for official accounting records and reports.

A. COMNAVRESFOR (ECHELON THREE)

The COMNAVRESFOR Comptroller requires certain standardized
reports such as Annual O&M,NR Budget Submission (COMNAVRESFOR
P~7100-1), Delinquent Travel Advances for Prior Year One
and Two (COMNAVRESFOR P-~7301-1), and Memorandum Record
Flight Hour Cost Report (COMNAVRESFOR P-7310-7) from all
Naval Reserve operating budget holders. These reports,
submitted in accordance with COMNAVRESFOR instructions,
contain standardized data that can be easily aggregated at
COMNAVRESFOR. As a result, these reports do not create
funds control problems for COMNAVRESFOR. Other reports

such as the Trial Balance Report (NAVCOMPT 2199), and
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Budget Classification/Functional Category/Expense Element

Report (NAVCOMPT 2171) are received at COMNAVRESFOR from

the ten FIPC's which service Naval Reserve Commands. Although

the report formats are standardized, control problems for
COMNAVRESFOR exist as a result of the differing operational
characteristics of the ten FIPC's,

1. Cutoff Dates

Each FIPC establishes a cutoff date for financial
data input from user commands. These dates vary from the
twenty-fourth day to the last day of each month. Also,
each FIPC experiences different levels of backlog in input
of financial data to their accounting systems. The result
of these two differences among FIPC's is that official month
end accounting reports may not include all obligations which
have been reported by Naval Reserve Commands to the FIPC
by month-end.

In response to cutoff dates required by servicing
FIPC's, Naval Reserve Field Activity Comptrollers, in turn,
establish cutoff dates for their OPTAR Holders which are
even earlier in the month. This allows field activity
comptrollers time to receive and process inputs from OPTAR
holders before the FIPC month-end cutoff. The cutoff dates
are not the same claimancy wide.

2. Mail Delays

Another inherent control problem exists as a result

of the requirement to submit obligation data to some FIPC's
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via first class mail. The necessity of reliance upon the
"timely" delivery of the first class mail by the U.S. postal
_system results in the establishment of earlier cutoff dates *
to ensure receipt and processing by operating budget holders
(as described in the previous section). Despite this correc-
tive measure, the delays in mail delivery result in un-
processed transactions at month-end closing. At the present
time, all Naval Reserve operating budget holders are required
to dubmit some forms of obligation data by mail.

The combination of mail delays and varying cutoff
dates results in official reports prepared by FIPC's which
do not include the actual obligations established against
the O&M,NR appropriation, for any given period of.time. The
difference between official obligation rates and actual
obligation rates for the first seven months of Fiscal Year
1985 fluctuated between five and ten million dollars for
the appropriation.1

The inability of the COMNAVRESFOR Comptroller to
control the difference between reported obligation rates and
actual obligation rates in the official reports from FIPC's
creates a significant control problem. This problem is most
evident toward the end of the first year when the COMNAVRESFOR

Comptroller endeavors to ensure an obligation rate as close

lTelephone conversation between anthor and Commander
Callahan, COMNAVRESFOR O&M,NR Budget Officer, New Orlears,
Louisiana.
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as possible to one hundred percent without exceeding the
total obligations authorized by the appropriation. The
official reports prepared by the FIPC are forwarded to
NAVCOMPT via COMNAVRESFOR and all the documents used by
NAVCOMPT when requests for additional funding is received
from COMNAVRESFOR. If official reports indicate, for
example, fifteen million dollars unobligated, a request from
COMNAVRESFOR for additional funds may be viewed unfavorably.
It is imperative that improved financial control of the
O&M,NR appropriation be established to ensure thaﬁ the
official accounting reports of the appropriation more

accurately reflect the actual status of appropriated funds.

B. OPERATING BUDGET HOLDERS (ECHELON FOUR)

As detailed in the previous section, operating budget
holders are required to submit certain standardized reports
to the COMNAVRESFOR Comptroller on a regular basis. 1In
addition, they are required to submit accounting data to
their respective FIPC's in accordance with FIPC instructions.

The control problems experienced by the COMNAVRESFOR
Comptroller resulting from cutoff dates and mail delays are
experienced to a lesser degree by the operating budget
holders. An operatiﬁg budget holder is serviced by a single
FIPC and therefore does not encounter multiple cutoff dates
as COMNAVRESFOR does. However, operating budget holders
still have to deal with obligation rates on official account-

ing reports issued by FIPC's which are different from actual
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obligation rates contained in memorandum records maintained
"by the OPTAR holders. These differences fesult in a require-
ment for operating budget holders to more closely monitor

the obligations of OPTAR holders to ensure the desired obli-
gation rate 6f one hundred percent by year-end without
exceeding total obligational authority.

There are no instructions issued by COMNAVRESFOR which
regulate the methods and procedures designed by the operat-
ing‘budget holder to manage O&M,NR appropriation funds.

This means that each Naval Reserve Echelon four operating
budget holder may design and implement an individualized
system for control and financial management of O&M,NR appro-
priation funds granted to that activity. These different
systems do not create a control problem for operating budget
holders because each has the authority to require all
subordinate OPTAR ho;ders to use the system, thus resulting
in identically formatted inputs to the Comptroller at the
operating budget level. The control problem resulting from
the different systems, however, becomes evident at the OPTAR

(Echelon five) level.

C. OPTAR HOLDERS (ECHELON FIVE)

The previous sections of £his chapter discussed control
problems that exist at the COMNAVRESFOR and operating budget
holder level. This section describes in detail those prob-
lems which currently exist at the OPTAR holder level. The

financial management problems which exist at this level of
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the Naval Reserve Organization are not the control problems
of Echelons three and four, but father performance problems
resulting from both the methods used and the number and
diversity of procedures used. The most serious problems
encduntered at the OPTAR holder level can be grouped into
two categories; those resulting because of different methods
of financial management, and those resulting because of lack
of training required to perform the tasks assigned to OPTAR
recdrd keepers. The majority of OPTAR recordkeepers are
mid-level petty officers, storekeepers and aviation store-
keepers, and civilian employees at the GS-4 and GS-5 levels.

1. Different Methods of Financial Management

Since COMNAVRESFOR has not standardized the methods
and procedures by which cperating budget holders manage the
O&M,NR appropriation funds for which they are responsible,
each operat;ng budget holder may design and implement an
individualized system for control and financial management
of O&M,NR appropriation funds. This has resulted in as
many different methods of financial management as there are
Naval Reserve Echelon four operating budget holders. The
recordkeeping and reporting areas where performance of the

OPTAR recordkeeper is most affected result from existing

systems, which on the whole, suffer from excess complexity
and varying job order structures, document numbering systems, C ]

and execution and reporting requirements.
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a. Complexity

Comptrollers at Echelon four operating budget
holder activities are GS-12's and Lieutenant Commanders
whose educational backgrounds and operational responsibili-
ties are financial management. The financial management
systems they design contain procedures which, in some of
the cases we reviewed, are quite comple£ and require an
inordinate amount of time to'accomplish. It is apparent
that the Comptrollers did not consider the financial manage-
ment background and experience (or lack thereof), of the
representative OPTAR reco:dkeepers assigned to their cost
centers, nor did they consider the other duties and responsi-
bilities which are placed upon these individuals. The more
complex systems increase the workload of the OPTAR record-
keeper, in some cases, to a level which makes it quite
difficult for this individual to perform other assigned
duties as required. Given these constraints, either the
other duties or the financial management duties must be
performed in a less than satisfactory manner.

b. Job Order Structures

While the basic job order structures used by the
RMS system are the same (i.e., 11 digits beginning with cost
center UIC, followed by fiscal year and five additional
characters), the manner in which the last five characters
are assigned differs from comptroller to comptroller at the

operating budget holder level. For example, one comptroller
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seven and eight followed by a three digit serial, while

~—

another comptroller uses a single alpha cost center

-r,.r
a_s
.
A

o7

identifier in position seven followed by the SAG number and

Cod'

two zeros in the remaining positions. Additionally, some
of the comptrollers establish job order numbers and provide
a list of applicable numbers to each cost center and other
comptrollers require OPTAR recordkeepers to establish their
own job order numbers, within guidelines, and transmit these
numbers to the comptroller. These differences create the
necessity to retrain storekeepers every time they transfer
and thus results in a required retraining period at each new
command.
c. Document Numbering Systems

While the basic Navy financial management docu-
ment number structure is standardized and promulgated by
NAVCOMPT instruction, our research found that some of the
Echelon four Comptrollers have chosen to modify the structure
to suit their desires and the systems they established.

One comptroller changed document type codes to include an

b e FONCAP A

[ R T N A

identifier for his command. One comptroller requires Mil-

Y

strip (14 digit document number used on requisitions from

the supply system) and standard document numbers to be

jointly serialized while others required logs to ensure
separate serialization. Some of the financial management

instructions we reviewed detailed the document number
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construction concisely, while others simply réferenced the
NAVCOMPT instruction for directions. In cases of cost
centers which are not on NAVCOMPT distribution lists, finding
the referenced instruction would be difficult and time con-
suming. The varied methods of document number construction
result in an unnecessary indoctrination period at each
transfer to learn the new system.
d. Execution and Reporting Requirements

. Yet another difficulty facing the OPTAR record-
keeper is the differing execution and reporting requirements
that are established by the operating budget holders. Each
comptroller selects the operational areas for which they
choose to centrally manage funds and then distributes the
remaining funds to OPTAR holders. This results in incon-
sistencies in the types of funds managed by the OPTAR
recordkeepers. Each comptroller also establishes different
procedures for performing financiél management tasks, formats
for maintaining records, and requirements for data submission
and status of funds reporting. Our review of operating
budget holder financial management instructions found that
a myraid of differences exist in OPTAR logs, obligation
transmittal forms, status of funds and reconciliation proce-
dures and reporting formats, filing systems, and frequency
of submission of reports to comptrollers. For example, there
are, at a minimum, fifteen different forms for budget input,

OPTAR authorization, job order establishment, obligation
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transmittal, OPTAR logs, and status énd reconciliation of
funds reports. Some of the OPTAR logs are maintained by
SAG, others by job order, and others simply by date of
obligation. Some methods of reconciliation require utiliza-
tion of four separate accounting reports (i.e., active
document listings, cumulative job order reports, operating
budget holder summary reports, and OPTAR logs) while others
require only two (i.e., memorandum record report and OPTAR
logs).

There are more differences in the financial
management system, methods and procedures established by
operating budget holders than could be listed in this thesis.
Our endeavor is simply to provide examples of the magnitude
of the differences present at the OPTAR recordkeeper level
of the Naval Reserve Organization. |

2. Training Requirements

A contributing factor to the financial management
problem in the Naval Reserve claimancy is the unavoidable
military transfer of surface and aviation storekeepers.
Approximately thirty percent of these personnel transfer
annually.2 For the surface storekeeper these transfers are
from one Reserve Center to another until the individual is
senior enough (E-6 and above) to be assigned to Readiness |

Commands and other higher echelon staffs. For the aviation

2Telephone conversation between author and SKCM Johnston,
COMNAVRESFOR Supply Supervisor, New Orleans, Louisiana.
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storekeeper these transfers are from squadrons to Naval Air

Station supply departments, Aviation Intermediate Mainten-

"ance Detachments, or Naval Air Reserve Centers until they

are senior enough (E-6 and above) to be assigned to Reserve
Aviation Wing Commands and other higher echelon staffs.

The difference in financial management methods de-
tailed in the previous sections necessitate partial retraining
in the financial management area of all personnel relocating
in billets assigned to other operating budget holders. 1In
addition, as a storekeeper advances in rate, it is expected
that they will become the "experts" in systems used in the
field by junior storekeepers. When assigned to Readiness
Commands, Wings and other higher echelon staffs, senior
storekeerers are expected to report on board and perform
inspections, audits, and when requested, assist visits.

This is infeasible without intensive training if the store-
keeper has not been assigned to a billet belonging to that
operating budget holder. Transfers, then, require a learning
adjustment period in order to understand and comprehend the
particular financial reporting system used and this results
in a degradation of support services provided to field
activities until the storekeeper is fully trained.

Presently there is no formal training methdd avail-
able to train storekeepers in the financial management of
O&M,NR Appropriation funds. The Naval Reserve Management

School, located in New Orleans, Louisiana, is responsible
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for training enlisted Naval Reservists (active and inactive)
in specialty areas. The school offers a three week Supply
and Fiscal course designed to prepare the storekeeper to
perform the duties assigned at field activities. It is
difficult at this time to train the storekeepers in financial
management in three weeks because of the plethora of.differ-
ent systems.

This chapter presented the financial control and
performance weaknesses that exist in the Naval Reserve as
a result of a non-standardized financial management system.
Chapter V will present concepts that should be used in the
development of a system designed to standardize the finan-

cial management of the O&M,NR appropriation.
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V. PROPOSED MANAGEMENT CONTROL/FINANCIAL MANAGEMENT
STANDARDIZATION FOR THE O&M,NR APPROPRIATION

The previous chapter described control weaknesses and
subsequent performance weaknesses resulting from utiliza-
tion of varied financizl management methods, in addition
to weaknesses resulting from dependence upon the services
of more than one FIPC for official accounting records and
reports. This chapter ideqtifies the concepts used by the
authors in the development of a standardized financial
management system for the O&M,NR Appropriation. In addition,
the mode of operation for implementation of these concepts

is descpibed.

A. ‘COMNAVRESFOR (ECHELON THREE)

Currently COMNAVRESFOR receives official accounting
reports from ten FIPC's nationwide, only one of which is in
the Naval Reserve claimancy (RESFIPC). The RESFIPC does
about 25 percent of the accounting for the O&M,NR Appropria-
tion. Therefore, COMNAVRESFOR has little control over
approximately seventy-five percent of the accounting which
is performed for this appropriation. 1In order to alleviate
this lack of control, the establighment of a claimancy wide
FIPC was proposed to NAVCOMPT by the COMNAVRESFOR Comptroller.
This proposal was recently approved with implementation to
begin in October 1985. RESFIPC, New Orléans, Louisiana,

has been designated as the servicing FIPC for the O&M,NR
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; Ap@ropriation. Accounting services for Naval Reserve com-
o mands will be progressively transferred to RESFIPC beginning
with the NAS Dallas, Texas and the Naval Air Reserve and

the Naval Reserve Readiness Command Region Nine, Memphis,

AR RLNLR

Tennessee on the first of October. The establishment of a

claimancy wide FIPC eliminates the control problems for

RN

COMNAVRESFOR which have resulted from differing operational
- characteristics of the FIPCs.

-1l. Cutoff Dates

The designation of RESFIPC as the claimancy wide
g FIPC eliminates the utilization of varying cutoff dates for
end-of-month financial data input from user commands. This
designation will not eliminate the control problems result-
. ing from the backlog in input of financial data to the
accounﬁing system. It will, however, reduce the control
problem by placing this backlog at one FIPC, which is under
L the operational control of COMNAVRESFOR. COMNAVRESFOR,
then, can easily identify the unprocessed backlog and, if
5 problems do occur (i.e., the backlog becomes exce